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SUBJ: IRAN'S EINANCIAL ASSISTANCE TO INDIA 
REF: 75 TEHRAN 10866 

1 . MOE OEEICIALS TELL US THAT IRAN HAS AGREED TO 
PROVIDE $250 MILLION IN EINANCIAL ASSISTANCE TO GOI 

OVER TWO EISCAL YEARS. EVIDENTLY AGREEMENT WAS REACHED 
SOME WEEKS AGO BUT EXTREMELY COMPLICATED IRANIAN 
"RATIEICATION" PROCEDURES RESULTED IN EINAL APPROVAL 
NOT BEING GIVEN UNTIL MARCH 3. 

2. INDIAN OFEICIALS STATE THAT THERE HAS BEEN NO 
AGREEMENT THIS YEAR REGARDING PREEERENTIAL PRICING 
OP POL SUPPLIES. IRAN HAS URGED INDIA TO INCREASE ITS 
PURCHASES OP IRANIAN CRUDE, BUT, IN PACE OP ESSEN- 
TIALLY FLAT TOTAL IMPORTS, INDIAN REPINERS ARE 
RELUCTANT TO SWITCH TO INCREASED USE OP IRANIAN CRUDE. 

A NEGOTIATING IMPASSE HAS THEREPORE RESULTED AND 
PROSPECTS FOR A CREDIT ALONG THE LINES OP PREVIOUS 
YEARS ARE UNCERTAIN. 
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3. AS NOTED IN TEHRAN'S 10866, THE KUDREMUKH AGREE- 
MENT WAS SIGNED LAST NOVEMBER. INITIAL ADVANCE DIS- 
BURSEMENT OE $100 MILLION HAS BEEN MADE TO INDIA AT 
TWO AND A HALF PERCENT INTEREST, THE SAME INTEREST 
RATE WHICH APPLIES TO THE ENTIRE KUDREMUKH PROJECT. 

4. IN COMMENTING ON THESE AGREEMENTS TO THE POLI- 
TICAL COUNSELOR, IRANIAN MINISTER GAEFARI STATED THAT 
IRAN HAD TWO REASONS EOR GOING AHEAD WITH KUDREMUKH 
AND OTHER EINANCIAL/TRADE ARRANGEMENTS WITH INDIA. 
THE FIRST OF THESE WAS IRAN'S OWN INTEREST IN OBTAIN- 
ING SUPPLIES OF IRON ORE FOR ITS STEEL INDUSTRIES. 

THE SECOND REASON, HOWEVER, WAS THE HOPE THAT TIES 
WITH INDIA WOULD GIVE IRAN INCREASED LEVERAGE ON 
INDIA'S POLICY TOWARDS PAKISTAN. IRAN'S PRIMARY 
GOAL IN SOUTH ASIA WAS STABILITY AND ECONOMIC TIES 
WITH INDIA WERE SEEN AS USEFUE IN THIS REGARD. 
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